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suBJECT: Partnerships and Limted Liability Conpanies Return Due Dates

SUMVARY

This bill would anend the Revenue and Taxation Code (R&TC) to establish the due
date of the returns for partnerships and limted liability conpanies (LLCs) as on
or before the 15" day of the fourth nonth follow ng the close of their taxable or
i ncome year.

EFFECTI VE DATE

This bill would be effective January 1, 1999.

SPECI FI C FI NDI NGS

Under federal and state laws, a partnership is an entity in which two or nore
persons join together to carry on a trade or business in which each contributes
nmoney, property, |abor or special skills and each expects to share in the profits
and | osses fromthe business activity. A joint undertaking nerely to share
expenses is not a partnership. A partnership may be a syndicate, group, pool,
joint venture or other unincorporated organization.

Federal and state | aws provide rules for the taxation of partnerships and
partners. Partnership types include general partnerships, limted partnerships,
and limted liability partnerships (LLPs). Partnerships are taxed under the
Personal I ncome Tax Law (PITL).

Under state law, a LLCis an entity that can be created which conbi nes
traditional corporate and partnership characteristics and resenbles forns of
limted liability organizations that have been well known and widely used in
Eur ope and Sout h Aneri ca.

A LLCis classified as a partnership or as an association taxable as a
corporation; therefore, they may be taxed under the PITL or the Bank and
Cor porati on Tax Law (B&CTL).
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Federal tax law cites the due date of returns as the 15'"" day of the appropriate
month follow ng the close of the taxable year for persons, corporations, trusts,
partnershi ps, exenpt organi zations, and cooperative associ ations.

Exi sting state lawrequires partnerships (including general, limted, and |imted
liability partnerships) and limted liability conpanies (LLCs) taxable as
partnerships to file returns and pay appropriate taxeswithin three nonths and 15
days after the close of their taxable year

The taxabl e year of a partnership or LLC taxable as a partnership may end at sone
time other than the end of the nonth when the existence of the entity is

term nated, requiring a “short period” return to be filed. A literal reading of
the Revenue and Taxation Code (R&TC) woul d establish a due date for the fina
return of that entity as a day of the nonth other than the 18". The final return
for a partnership or LLC may be filed on the wong date because taxpayers are
accustoned to filing on the 13" and may not realize that the short period return
woul d have a different due date.

This bill would nake a technical change to the R&TC to establish the due date of
the returns of partnerships and LLCs as on or before the 18" day of the fourth
month follow ng the close of their taxable or income year rather than within
three nonths and 15 days after the close of their taxable or income year.

Pol i cy Consi deration

The R&TC establishes the due date of returns for corporations with short
periods as the 15" day of the third nmonth followi ng the close of the incone
year. This bill would assist taxpayers by establishing consistency for
short period returns.

| npl enent ati on Consi derati ons

There woul d be no inplenentation concerns. This departnment’s processing
system already uses the fifteenth day of a nonth as the due date for
returns.

FI SCAL | MPACT

Departnmental Costs

There woul d be no costs associated with this bill.

Tax Revenue Esti mate

This bill would not inpact state inconme tax revenue.
POSI TI ON
Support.

The Franchi se Tax Board voted to support this language in its nmeeting on
Novenber 17, 1997.



